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September 22, 2011

PARTIES OF RECORD

Re: Case No.2011-00147
Application of Delta Natural Gas Company, Inc. for Approval of a Revised Gas
Cost Recovery Tariff

Attached is a copy of the memorandum which is being filed in the record of the
above-referenced case. If you have any comments you would like to make regarding
the contents of the informal conference memorandum, please do so within five days of
receipt of this letter. If you have any questions, please contact Virginia Gregg, Staff
Attorney, at 502-564-3940, Extension 407.
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INTRA-AGENCY MEMORANDUM

KENTUCKY PUBLIC SERVICE COMMISSION

TO: Main Case File

FROM: Virginia Gregg;\)s?3
Staff Attorney

DATE: September 22,2011

RE: Case No. 2011-00147

Application of Delta Natural Gas Company, Inc. for Approval of a Revised
Gas Cost Recovery Tariff Informal Conference of September 19,2011.

On September 19, 2011, the Commission held an informal conference in this
case in the Commission’s offices in Frankfort, Kentucky. Present were those persons
whose names appear on the attached sign-in sheet. Delta Natural Gas Company, Inc.
(“Delta”) requested the conference.

Staff and Delta discussed issues surrounding Delta’s persistent gas cost under-
recovery, as well as its proposed carrying charge adjustment. Specifically, it was
concluded that Delta can change the way it calculates Mcf volumes in the Expected Gas
Cost (“EGC”) portion of its Gas Cost Recovery (“GCR") applications in accordance with
the language contained in its Gas Cost Adjustment (*“GCA”) tariff, and that no tariff
change or Commission approval is required to do so. It was also discussed that, in
Staffs view, the EGC limiter proposed by Delta would significantly change the structure
of the widely used quarterly GCA mechanism.

Staff suggested that a carrying cost adjustment would not be needed if the
under-recovery problem was mitigated, and that it could be revisited if the problem
persists even after changing the EGC calculation. Staff and Delta discussed monitoring
Delta’s gas cost under-recovery experience following the change in the EGC calculation
to gauge the extent to which the magnitude of its under-recoveries is reduced. Delta
concluded that after such monitoring of under-recoveries through the Actual Adjustment
portion of its GCR calculation, it could then make a decision on whether to seek
approval of a carrying cost adjustment.

Delta informed Staff that it believes the change in its EGC calculation is a
satisfactory first step in addressing the under-recovery problem, and that it intends to
withdraw its application with the understandingthat no Commission approval is required
for such a calculation change and that it will reserve the right to refile its carrying cost
proposal at some future point in time.

The conference then adjourned.
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